
Economic Impact of 

Cannabis Legalization
January 2018

1



National Overview
Legalized for recreational and medical use

•  8 states (Colorado, Washington, 

Oregon, Alaska, California, 

Massachusetts, Maine, and Nevada) 

and the District of Columbia have 

legalized recreational cannabis

•  29 States have legalized 

medicinal cannabis (mixture of 

senate and ballot measures) 
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State and Local Taxes on Recreational 

Cannabis
 Eight States impose excise taxes on recreational cannabis sales.

State          Rate and Base    Wholesale or retail  State Sales    Local Taxes

Alaska $50/ounce bud/flower Wholesale None 5% local marijuana tax

$15/ounce remainder plant

California Cultivation Cultivation 7.25% Local sales tax may apply

$9.25/ounce flower Wholesale State Sales Tax

$2.75/Ounce leaves

$1.29/ounce fresh plant

Excise Excise/retail

15% of average market rate

Colorado Retail Excise Excise/wholesale Exempt from 2.9% state sales Local MJ up to 
5%

15% of avg market rate

15% of retail sales price Sales tax/retail Local Sales Tax
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State and Local Taxes on 

Recreational Cannabis (continued)
State          Rate and Base    Wholesale or retail  State Sales    Local Taxes

Massachusetts 10.75% of retail sales Retail 6.25% State sales Local option up to 3%

Maine 10% of retail sales Retail Exempt None

Oregon 17% of retail sales Retail None local option up to 3%

Washington 37% of retail sales Retail 6.5% state sales Local sales taxes in 

certain jurisdictions

Nevada 15% wholesale Wholesale tax 6.85% state sales Local sales tax may 

apply

10% retail sales Retail tax imposed at sale
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California Cannabis Law History

 Prop 216 (1996): decriminalized medicinal cannabis

 Medical Marijuana Program – MMP (2005): established

collectives and co-ops

 Medical Cannabis Regulation and Safety Act – MCRSA (2015):  

regulatory structure for medicinal cannabis businesses

 Proposition 64 (2016): Adult use of Cannabis Act –

decriminalized/provided regulatory structure for non-medicinal 

cannabis

 SB 94 Medicinal and Adult-Use Cannabis Regulation and 

Safety Act – MAUCRSA (2017) 5



California Cannabis Stats

 California currently has approximately 5 million cannabis users

 As of November 2016, 75% of CA cannabis sales were on the black 

market

 10 million pounds of cannabis is produced each year

(8 million illegally goes out of state)

 50,000 estimated cannabis cultivation businesses in CA. 

In some rural areas, cannabis cultivation accounts for 

15% - 20% of their economy.

 Most cannabis related jobs are currently in retail

 Future growth anticipated in processing and manufacturing
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California Cannabis Revenue

 State Revenue:

• Approximately $100 million in sales tax from medical cannabis 

dispensaries in 2016

• 2017 analysis by UC Davis estimates there will be approximately 

$5 billion in annual recreational sales (generating $750 million 

in excise tax + $440 million in sales tax)

• Researchers estimate that medical sales will drop in January. 

• City of San Diego estimates up to $22 million in revenue from 

gross receipts by mid-2019
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California Medical Cannabis revenue 

(continued)

 Los Angeles $7 million (2015) 

 San Jose $17 million (2011-2015)

 Sacramento $2.8 million (2014-2015

 Santa Cruz $2 million (2014-2015)

 California medical dispensaries sold $894 million worth 

of cannabis in March through June in 2017
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Current California Cannabis Regulations

 Limited personal use, possession, and cultivation of 

cannabis is permitted in California for adults, both for 

medical and recreational uses

 Beginning January 1, 2018, commercial cannabis 

activity is permitted with state and local authorization

 Local jurisdictions retain substantial authority to 

regulate and/or prohibit commercial activity
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Colorado Department of Revenue

 Colorado Department of Revenue reports “consistent 

increases in revenue from the sale of cannabis which points 

to an increase in adult usage habits ($699.3 million [2014], 

$966 million [2015], $1.3 billion [2016]), $1.5 billion [2017]”

 2000 authorized medical Cannabis

 2010 began regulating medical Cannabis businesses

 2012 authorized and regulated non-medical Cannabis 

(Amendment 64)
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Tax Revenue in Early Adoption States

Cannabis Tax Revenue

 Colorado collected $140 million (2017)

 Washington collected $256 million (2016)

 Oregon collected $60.2 million (2016)

 Nevada collected $120 million (2017/2018) currently 

meeting projections
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Efforts to Minimize Adverse Youth 

Impacts: Dedicated Funds

 Denver committed millions of retail marijuana sales tax 

dollars to be distributed to youth-serving organizations by 

the City’s Office of Children’s Affairs and Behavioral 

Health 14% of the total of Marijuana Expenses in 2017. 

(to date $7.5 million)

 CA State Law (Rev. & Tax. Code Section 34019(f)(1)): a 

portion of state cannabis tax revenue will be set aside for 

youth substance abuse education, prevention, early 

intervention and treatment.  12



State of California 

2018 Support Funding Allocation

 $2 M –UCSD Center for Medical Cannabis Research to study medical 

cannabis.

 $110 M (11 year study) for CA universities to research impact of 

Proposition 64.

 $15 M (3 Year program) to CHP for developing protocols to determine 

whether a vehicle driver is impaired due to cannabis consumption.

 $10 M, increasing each year by $10 million until settling at $50 million 

in 2022 for grants to local health departments and community-based 

nonprofits
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State of California 

2018 Support Funding Allocation (continued)

 Remaining Funds Revenue Disbursement Allocation

60% for youth programs geared toward drug education, 

prevention, and treatment.

20% to prevent and alleviate environmental damage from 

illegal cannabis producers.

20% for programs designed to reduce driving under the 

influence of cannabis and a grant program designed to 

reduce negative impacts on health or safety

* Source – California Bureau of Cannabis Control www.bcc.ca.gov
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Chula Vista Anticipated Tax Revenue

 Estimated $6 million in tax revenue for all approved uses 
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Chula Vista Regulation/Enforcement Costs

Regulation $1.7 million/Regulation 

 5 sworn Personnel (2 investigators, 2 homeless outreach, 1 

SRO)

 1 criminal prosecution attorney, 1 paralegal, 1 support staff

 1 code enforcement 

 1 fire inspector 

 1 finance and licensing

 Contract for auditing/compliance 

 Current enforcement include PD, code, attorneys, finance
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Jobs

 ICF International economic impact analysis

 New legalized market could support between 81,000 and 

103,000 jobs

$3.6 billion and $4.5 billion in labor income

 Indirect impacts that interact with primary industry

$8.4 billion and $10.6 billion in total industry activity 
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www.chulavistaca.gov/cannabis
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